TERRACE GARDENS, INC.
(A California Nonprofit Public Benefit Corporation)

koK

FINANCIAL STATEMENTS

Years Ended December 31, 2005 and 2004



TERRACE GARDENS, INC,
(A California Nonprofit Public Berisf: Corporation)

TABLE OF CONTENTS

Pacag

I FINANCIAL SECTION
INDEPENDENT AUDITOR'S REPORT
FINANCIAL STATEMENTS:

Statements of Financial Position
Statemenis of Aotivities

[ B v fop SN o
stalements of Cash Flows

W ; - el Centn -
Motes fo Financial Statemenis

b

SUPPLENENTARY INFORMATION:

10-11

Operating Prooram Brpennes
wRETAUNT Fraguam Enpenses



~ SECTIONTI
FINANCIAL SECTION
FINANCIAL STATEMENTS



.wbﬂno M, Maragoni
Frank A. Ninut), jr,

Alexznder W, Berger (1916-2005)
Criffith R Lewls

rict Danlel C, Moors
.i\\JE\.h]Pr v m-u % H g jh:-r Randy G. Petersen
Martha A, Sapford

CERTIFIED PUBLIC ACCOUNTANTS AMD BLISINESS ADVISORS

INDEPENDENT AUDITOR'S REPORT

To the Board of Directars

Termrace Gardens, Ing.

{A Califomnis Nonp rodt Public Benefit Corporation)
Niipitas, Caltfornia

a of Terrace Gardene, Inc, (a

W nave audited the accompanying statements of fina
fornin nomprofit nu‘m: benefit corparation) as of Decenber 31, 2

wcial positio
20035, and ths relzted statement

Califor Tber
a:ir ties, fnctional expenses, and cash flows for the year thep epded. These financinl sttemcenis gz

1e respensibiiity of the Crganizstion's mazagement. Qur recnonsibility is to e Cpress an opilnion on
t] wese financial statements bused on owr aundit. The financial staternents of the Organizadon a3 of
December 31, 2004 were auditd by other auditors whose repert dated Maorch 18, 2005 enprassed an

unguaiied opinion on these stiemeanis.

We conducted owr audit i accordunce wirh avdidng g standards geonerally accepis

Armwerica. Those Jl.l.hg:; & tequire that we plan :rzd _r:““*e-*m the gudit to obtain reasonable ansurancs
about whether the financial statements are free of mater l‘mz:;atm 1ent. An audit includes examining,
on. a test basis e«” nee supponing the amounts and discloswrss in the fnanc’al statements. An andit
alsc mc“mm assessing the accounting principles used and significant esiimates made by munagem
as well sy evalunting the everail finuncial starement presentation. We believs thot our audit provides a

teasonable hasis for o O‘SLIAOH

©r

iy
hrlbg

4

il

H
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i)

In o opinion, the financial statements reftsred o :s've oresent fuirly, in all materizl reopests,
r 31 1 the changes In its net agss

finaneial position of Terrace Gerdans, Ine. a3 of Dacerther 3 ,ZOw‘ and il
and Ita cash flows for the vear then ended in confor: :t_';.' with aceounng prineiples generdlly ageepied in

Bz United Stares of Ane

3 I ,ﬁ‘:{ . J‘J )J; ﬁ"? f_

fii’n Clacen ASelnalpmey, (mpmsion
g

BERGERAEWIS ACCOUNTANCY CORPORATION

San Jose, California

March 15, 2006

g

99 ALMADEN BLVD. SLNTE 600 SAN JOSE, CA 95112 [408) 495-1230 (P} (408) 275-81386 (F)

ool

1in the United Sotes of

ACCOUNTANGCY CORPORAT Robert W, Sraliey
Suzanne M. Weber
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TERRACE GARDENS, INC,
{a California Nonprofit Public Benefit Corporation)

STATEMENTS OF FINANCIAL 7OSITION

Decembey 31, 2063 and 2004

ABSETS

CURRENT ASBETS:

Cash k 27844 % 13,065
enant Accounts Recaivable 2,723 3,759

Accounts Reselvable - Other 337 -
Prepaid Expenses 30,807 4% 934
Total Current Assets &2 811 4. 728

y AT Cosh

1,563,277
: 11,801,281
377 854
P33, 4l7
Agcumuiated Depreaiciion f1IR4 164 FASE TROY

Totai Proporty and Equipment, Met

TEHANT SECURITY DEPOSITS:

Tenant Zecurizy Deposits

HESTRICTED CASH AMD FUFMDED RESERVE:

Replacemeant Reserve 933,41

Restricied Cash for Carillon Maintenance Fund Fdd

Total Festicied Cash and Funds R77 677 B34 443
TOTAL ASSE LooIndRRnse 1

AND HET AZEETS

LT v 17 o
1 uL L i}“ .J.

o

A C’!'I"‘P:S/:D‘“ & £1,630 &

Oihc; Acerued Liabiities 26,688
Tenis Rezeived in Advance =5

Total Corrent Liohilities

TENANT SECURITY Ly

Tenant Scourity Deposii 74731 75,312
Total Liabilities [£3.134 159510

BT ASSETS:
Unrestricted Nat Assats 10,304,150 10,443,487

Temporarily Restrictad Mt Assets T 844
Total Net Assets 10,304,034 1544433 1

TOTAL LIABILITIES AND NET ASSETS ‘ § 10268068 F  10.603.841

The Accompanying Notes are an Integral Part of these Financial Statements.

g
3



TERRACE GARDENS

, NG,

{A California Nonprofit Public ljmneﬁt Corporation)

Years Ended December 31, 2005 and

STATEMENTS OF ACTIVITIES

2004

REVENUE:
Rental Program:
Gross Residential Rent Potenii;
Vacancy and Collzction Loso
Net Regidential Reatal Incom

Loundry and YVendng Income
Other T'. ant Charges
T uest Income

eyl

al

20045

2004

¥

920,012 %
(975

10,224

Eeptal Progrom Revenus

d Barvices

Interest Tncome

SOVenus

aleaged from Fest

T

Total Fevenue and |

H.r
w»

As

LA TR RO
PR OGRAN EEPENEES:
‘1::: al Program:

Adminisrative
Perzonne! and Benefits
Repairs and Maintenanoe
Tazos and Inoureng
Thtilicies
Rental Program Bup

Tomant §

Ten ervines Frogram:
Foud Bervigs C
Feorsation

-

Tenant Servi

ontract

Temi Operating Pepenses

Cther Ex (penses:
uLE}IL‘-Cl'_.;.l'\..L

am I

Total Prog

jces ,_,.7\']‘) snse.

aud General

Supporting Serv
Mlanzgement o

Toial Expensses

Foarne
LGS

Change in Unrestricted Net Assefs

Temporarily Restricted
CHANGE IN WNET ASSETS
NET ASSETS, Beginning of Year
NET ASSETS, End of ¥ear

The Accompanyin

i
LRSI ’u. il

13

305

Vet Assets Relzased from Restrict

H - N

g s

Totes are an Integral Part of thes

1,533 1,644
4442 1,086
7.630 7,260
923,231 935,761

12,739 4547
1,310 1,226,752

Teased from Besuledons

330 200,535
137 150,156
1oz, 101,265
g, 133 803
5016 804,214
375,728 369,861

8,045 7707
381,775 377568

24410

1,436,807

;_.
I
¥l
i

o
—
3

1.442.218

ion

(21 6,466)

(139,397)
10 444 331

(21 6,466)
10,660,797

<

10304834 &

1044432]

s Finan

ncial Statements,

el



TERRACE GARDENS, INC,
(A Celifornia Nonprofit Public Benefit Corporation)

STATEMENTS OF CASH FLOWS

Years Ended Decsmber 31, 2005 and 2004

20035

CASH FLOWS FROM OPERATING ACTIVITIER:
Changs in Net
Adjustments to Reconcile Change in Net 2

Provided by Operaling Activities:

(139,397}

Assels s
\ssets to Net Cash

Lrooy

Depreciztion 248,412 253330
{Increase) Decrease In Asses:
Tenant Acconnts Recejvable 1,038 (71
Accounts Recelvable - Affilae (1,437, -
Prepuid B Brpenses P2.0v7 3,207
Increase (Decreass) in Linbilnie
Accounts Peyable 2493 Y
Other Acermed Linbilite (I-H1) 4357
Ren ai';:xe ved i Advance {143) (813
ant Security Deposics - ey 107y 1,035
et Casi Provided by Opernting Activities 128821 38903

CASH FLOWE FROM INVESTING ACTYVITIES:
Funding of Replucement Regerves (118,727) (93,264)
Withdrawal om Replacemsnt Peserves 196,045 53,594
Acqguisition of Property and Equipment (183420) -
Withdrawals rom Resczcz:d Cash 6 1.A0]
Met Cosh Used by Investing Activities {116,042 38.0aY]
NET INCHPASE TN CASIT AND a5 12,774 834
o 1 (-‘0{:- T4 7

CALH AND CASH EGUIVALENTS. T

A T A St T
CAZH AND CASH REQUIVALENT?

[Py R {

The Accompanying Notes are an Tn: regral Part of thess Financig] 8

tatements.

W



TERRACE GARDENS, INC
(A Californiz Nonprofit Public Benefit Corporation)

NOTES TO FINANCIAL STATEMENTS

NOTE | - GENERAL DNFORMATION:

Qrgenization - Terace Garders, Inc. (the "Organization"} is a nonproft prblic benefit corporation,
mcorporatad in the State f Cal fornia on Septemnber 12, 1686, The Organization was formed o
provide low lusems persons in the City of Milpitas (the "Cxty Y with housing facilities and services.
The Organization is governed by a nire mamber board of directors, one of whom must be the Citv
va‘..n;'ﬁsr of the Cliy, or his appoinize; one of whom must be 4 member of thc City Counsil; five of
whon rmust be residents of the City; and the remaining hwe members may be selectsd without regard to

0o

—

he Board of Directors’ goveming avtherity is limied i by a
1987, betwesn the OJ fen mz:&on and the foj. Significent pr Vi

2, Ti zation and the Tity are currently oo dering o major 1

eament are desoribed In

evision o the Regulater

bt
<,
]
3
3
—
y
4]
e
-] (

"
[
=h
o
o
(
9,
—
i
{u
T_;
f
—

I)l‘ﬂ:ii‘lizcat{cfl’s pupose s 1o develen and manaze the operations
st of 148 rental vunits, 3 gnest rooms, and 2 steff unis, The ccm!,_';l-ex i3 ;o:::!:,d 11

I to the reads of elderly persons. The Citr cont ‘w‘:ed 1.‘1-

ralie Is rep’\ted in the fnancial sta'emnents 1 |

ag determined by the Covnry Assessor,

Agresment dated Novernber 17, 1987 with tha © City, the Oreantzation is;

. Using the Iand contcibured by the City for any purpose other than oo onstructing and opsraiby
ihe Terrace Gardens residenna! proizer,
- Pr“-‘un“'t':m:z' the fand or pl‘ciect Uy My sseuriy *"Luh“, elling, Conveyig or
fenwise trensfoming its interest in the project or projoct site,
. Discomingtin i:: any momner againgt ans on on account of racs, marital siatus, sex,
religious ¢ 'Md neestyy, national orgin or i sotion with constrasting
Or operaiing the Dna}f::t.




TERRACE GARDENS, INC,
{4 California Nonprofit Public BPnﬁft Corporetion)

NOTES TO FINANCIAL STATEMENTS

NOTE 2 - REGULATORY AGREEMENT (Cortinusc):

Reouired To:

ficial

qux

. Maintain adequate insurance coverags, mdemnify and hold harmless the City and ifs ¢

and employees against any actual or allegzd liabilides resulting from any zcts or crissions of

the Organization or its employvees.

: Submit operating budgets on er before the first day of sach fscel yearto ty for approval
. Establish a reserve accomnr for replacement and other proje
funded ot the rale of $4,000 per month. (Sze Note 5 fo

it cooupaney nthe profect (o persons 62 or more o

L.z
least one ocoupant must mest the agze Tequiremant)

mderly recidents and to siderly parents of

2 Clara Conaty,

‘ Rent dweiling units by

rosidents of the Ciry, and fin: -f]

. Limit vent in an amount not 1o sxeeed 30% of ococupant's moome, vrless otherwise ag
both fhe City :zrd the Orzanization, but in no sveat can the rent excesd the fair market rental
velne of the ceoupant's aparment (with the 2007 minimum o maxin monthiv rent of 3363

to 578G

¥

izl and maintnin a surplus cask acecuar, dishursemer which can enly be made
ich must be dl;bt.:scd to the Ciny 30 duve afer

'
ool

Cley's prior written approval and which mus
recsiving the Citds wrilten request for 28 or a portion of the surplus fands.
. Previde the Ciry with annual Jnaneial statzments audied by an & wependent Cortified Publis

A ey e
Accounfank

MMARY OF SICNIFICANT ACTOUNTING POLICIES:

on e acerual basis of accounting

3uzds of Accounting - The Organization Eu\‘:ﬂ"“ ;
es arg recognized as rIvenue inthe period in which the service is providad,

zed
alionsz,

Revenve frem program fze

The value of the rent-free employes enits is shown s ra“-ml income and as an expenss of open
Basis of Presentation - Financial swmtement prasentation follows the recommendation of the Financial
Agcounting Standerds Board in its Statement of Finerncial Accounting Standards (SFAS) No. 117,
Firancial Statements of Not-fer-Profit Organizations. Under SFAS Nao. 117, the O ganization is
requived o report information regarding its financial position and activifies 2 cording to tres classes of

nst assets: warestricted net assets, temporarily rastricted net assets, and peunanefaﬂy *eqrcied net

2005 a_nd 2004

e

assets. There wers no permanently resicted assets es of Decernber 31,

Unrestricted net assets Include these asse’s over which the Board of Dirsctors has
discrefionary confrol in carrving out the operations of the Organization. Under this
category, the Organization mainfains an operating fund, property and equipment fnd
plug any net assets designated by the Board for specific pursoses.




TERRACE GARDENS, INC.
(A California Nonprofit Public Berefit Corporation

NOTES TO FINANCIAL STATEMENTS

NOTE 3 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued):
Temporarily restricted net assels include those asssts which are subject to donor

restriction and for which the applicable restriction was not met as of the vear end of the

currsit reporting pericd.
Permanently restricted net assets include those assers which are subiest to & non-
expirng donor restriction, such as endowments,

(Jsz of Estimates - The preparation of finencia] stztements in conformity
ganerally accepled in Ul* UI".lif.!... Swtes of Americe requirss managemea
ihesti g and Yabilitizs at

F R I
AILEE dur;;..g uis

sct the reporiad

assumptions that

statzments and the reporte
results could diffsr fi %

—

et py b -
anenta and

pizand cmounts

-.fv-,'Ji‘ L

izash and Cagh
Investments with a mam

UC‘,”JZHJ'..‘, i for Qag-isnm DUTPCses,

-

1 in bank deposit coconnts whish, ot Lm*", ney erxcced Federally
such sceounis. Manzgement belleves

T .
1432

maured Himits,

it 1s not sxposed to any signiflcant risk on cash accounts.

3 oca
aes

nizaticn has not experienced onv losses in s

Accomnts Receivable - The Creanization uses the specific wiite-oif method to prov

xS L L "
mcconnis sines past sxperionce and ma stimaton indicales an adequare allowonce for 31,1:}1

CCONRS 1§ mmmaterial,

equipment ars racorded at oot or salimaizd fil value Sor
exiend the lives of e

Proparte and Boviprment - Property and

donated lrzms. T‘)e cast of repairs and mainizsnce which do not improve or

respective nssels are expensed cumrently, Depraciation s compt ied on the straight-line mathod bazed on

are 2

the estimatad vsefu! ves of the assels, which ran

Jc’ ivity banafinns I”*’am the vze of the pr -'~;~'
“AC

Jecormbor 31, 2005 and 2004 was B LS,

s
The

ERE| ey
yerarny ~rynEn

Temant Security Depesits - Tenant secuvity deposits are not avalluble Deraring purposes.
”r"* ity .’.n'i holj:\ the funds in separate,

Crganization is required to mainwir funds equul to the related

bl
Interest bearing accounts in the name of the Orzanization
Functional Bxpenses - Direcily idertifiabie expenses are charged to program and support 1g services.
Management and general expenses include those expenses that are not directly id lentifi iabie with any

other spzeific funcien but provide for the overall support and dirscticn of the Organization,

Property Taxes - The Organization has filed and received an exemption from certain property taxes in
ascordance with Secticn 214 of ine Califomia Cods.




TERRACE GARDENS, INC.
(A Californis Nonprofit Public Benefit Comporation)

MNOTES TO FINANCIAL STATEMENTS

NOTE 3 - SUNMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Contirmed):

Income Taxes - Teorrace Gardens, Inc. is gxempt fom ff*deral income taxes undsr Section 501{¢)(3) of
the Internal Revemie Code and Section 23701(d) of the California Revenue Taxation Code.
Accordingly, no provision for income taxes has bzen mede in the acwr‘Dan‘rmg statements. In addition,
the Organization qualifiss for the chariiable coniribution deduction under Seciton 17CHY1D(A) of the
Internai Revenue Code and has been classifisd as an orgarization that s not a private foundation under

~

Sectien 50902){1) of the Internal Revenue Cods,

o

The Organimtwns policy is 10 sxpense advertising costs as the costs wre Incured
2 Drgeernber 21, 2905 and 2004 wes

NCTE ¢ - COMPARATIVE FINANCIAL INFOP A ATION:

and

Ceropin reclossificaticns have

statament of cash {lows for the

miintory Apr

l‘"nc annual f
\

S +
Sesn S..?.t,n]

o

wement Reserve Study, conducied

o

Wis :DC] zased

in ZC""

T

the TOOUTVE.
"\!'\!,\’\IQ‘:

Brolonce at Jannary 1, N3 Qa3 670
Menthly Z}'aw)“ii's 90 8555
Int letI’ l.f3,\u E(Q‘?BI
Withdrawal (1661047
Belance at Decomber 31, g 376,293
£ A

Lestricted Cach - The restricied cash consists of funds from the Carillon *Memoriz! Mainfenance Fund,

held for the reseir or irprovement of the C; illon. These funds are reswicted in use and may riot be
used for eperations,

N
-5 -



TERRACE GATDENS, 11\[
(A Califermia Nonprofit Public Benefit Corporacion)

NOTES TO FINANCIAL STATEMENTS

NOTE 6 - SURPLUS CASHE (DEFICIENCY &

Under Section 23 of the Regulatory Agreement dated \O‘:emb‘“r 17, 1987 with the City of Miipitas, the

Organizatien is regquired 1o remit surplus cash to the City upen rece? pt of 30 days written notice,

Surpivs cash is defined by that guresmeant as C"zsi rnmwmr.; after payment of all liazbilities less amounts
e

required for reserves. Surplus cas h t Decomber 31, 2005, iz computed as follows:

CONMPUTATION OF SURPLUS CASH

Accounts Fayable [Duee within 30 d
Ponts Reeaived n Adve
Total Corrent Ghlig s
Suzplas Cash (Treficiency)
ieposit Due Surplus Cesh Account g y .
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TERRACE GAP_)ET‘-TS, LI S)
(A California Nenprofit Public Beaefit Corporaticn)

OPERATING PROGRAM EXPENSES

Years Ended December 31, 2005 and 20044

2003 2004

Percent Percent
of Total of Total
Amount Revenue Amount Revenus

ADMINIETRATIVE:

Advertising g £9 - 5 3 5,617 0.3 9%
B\,ordgmmv 13,500 1.0 13,500 1.1
ament Fees 46,212 3.3 45212 2.8
and Trivel 242 - 208 -
20uy 450 - 6,420 A
Oiffies Admi: ‘ 1.4 16,720 1.4
Security 0.3 771 Gl
Telanhane - N.A 0007 7
Total Acminictative Fipense R 278 6.7 __ SR NS 5.0

2R 121,548 9.
2.0 26,841 2.2
Jamtor Salary 2.9 33,853 2.
Maintensnes Salariss 37 727212 5.
Muonager's Rent Fres Unit C.& - -
Payrol) Tm:’w 1a 21,182 1.7
Workers' yensation Insurance Anahz 28R 44 B89 3.7
and Ber
DA0T0G 0 BES 324,525 263
BLPATRE ANMD
Decorating and Painting 4.3
Elevater Maintenanes i 0.5 3825 0.5
Exterminating .l 870 0.1
Fire Alarm Expense 3,5 0.3 10,828 .9
sreunds Confragt 17,530 1.4 20,4857 L7
izronnd Supplies 1,358 0.1 2,’?53 0.2
Heating/Cooling Fepairs 18,108 1.4 16,408 1.3
Janior 4,643 0.4 7,108 0.6
MMiscallanzaous 6,178 .5 421 -
Miscellaneous Equipment R=pair 212 - 524 -
Plumbing Maintenance 4,926 0.4 1,618 0.
Repairs end Mainienance Contracis 435 - 324 -
Repairs Contract 25,007 2.2 30,364 2.5
Replacements 16,850 .3 26,394 2.2
Rubbish Removal 19,18 1.5 18,527 1.5
Vindow and Glass Repairs 1.966 0.1 - -
Total Repairs and Maintenan
Expense 137,704 10,5 150156 12.2

-10-



TERRACE GARDENS, INC.

(A Califormia Nenprofit Public Benefit Carporation)

CPERATING

Years Ended Dscembear 31, 2005 and 2004

r PROCRAM EXPENSES
{Continusd)

2604

Percent
of Total
T oveniis

Percent
of Tl
?.EV:‘:RHE

TAKES AND IMNEUR. A_N SE:

Fidelity Bond Insurancs 263 - 260 -
Property Insuranes 92,912 54,273 7.9
D"')pm"v Tares 6,785 573 0.5
Other Taxas 2,280 53 -
{azes ond Tnsurance Fxoense 103240 R 101,265

o} Lo At oo

5451 5.5 §5,613 5.3

R M - ac -

27,334 2.1 20,375 1.7

K . Y -7

13,204 .0 6028 0.7

35555 =7 33 7RY a2

tal Utilities Expenss 148,564 11.3 133,003 e
FOODERRYICE COMNTR AT,

Food Service Cosis SFEATA IRT 260 86T a2

Total Food Serv
Huponse SR TRO 287 140G 78] i
BRI ATION:
Feereation Suppliss 6,040 0,5 LR s

Total Pecreation Expense

7707

Lesroat]
N P - T N
Total Croerating Expenses k) TREDRG

90.7 %

1161782

L
B

- 11 -



